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Financial Highlights 


52 WEEKS 13 MONTHS 12 MONTHS 
ENDED JAN. 29/77 ENDED JAN. 31/76 ENDED JAN. 31/76! 
Sales 
ORNCAN Oe a ce cena cee eee teem tcnees aceeene $ 87,316,357 $ 85,618,000 $ 82,378,000 
Nahlonale tp s.t ct ge oes sce eet 90,928,510 83,041,000 79,787,000 
178,244,867 168,659,000 + $< G2, 162,165,000 
Nef profits eee else Wes ow $ 144,000 $ 493,000 
Earnings Det:Smale cca tcc teen. teen ence 30¢ 3d 11¢ 
Tax-paid dividends per share .............c0:0000000 — 3¢ 3¢ 
Shares outstanding — average ............c:eecccceees 4,456,196 4,456,196 4,456,196 
WOCKINSiCAp ital: uek e ee 2 cae, cca cue oo $ 9,960,690 $ 8,421,000 $ 8,421,000 
Showrooms 
OTE Cath Aan ote ers hn Sei RAPE Me his apa 84 83 83 
IN2GO Mallat cccceseetectretret uereace eeenieata sacks 76 IZ UE. 
160 55) 155 
Five Year Comparative Summary 
($000’s) 
52 WEEKS 12 MOS. 
ENDED ENDED 
JAN. 29/77 JAN. 31/76 ! 1974 1973 1972 
Sales 
OnlanlOweer ee hpccrr nrc Sores) 3108 $152,378 $ 74,448 $ 62,516 3° aoD,755 
Na llonialiit niente cesnsore 90,929 79,787 63,912 Sinan 17,704 
178,245 162,165 138,360 100,067 73,489 
Share of net earnings of 
Consumers ‘National’ ....... 585 57 Syles: 701 451 
Earnings before taxes............ 1,973 872 3,239 6,302 D751 
eee taxes detec hte tate 642 Ada Nee Ae 2,550 
CU INCOME st -.cemsspatnotere tase Steph e403 oes 1905 456 3,201 
ax-pajd GivVidends <..-ccssecaseote _ 134 512 
WOFKINe Capital Cece. c0e-ce2-0- 05: $ 9,961 $ 8,421 $ 7,838 $ 9,118 $ 8,445 
Ota ASSECS wyatt teraatene asthe 48,437 43,656 48,417 32,801 27,601 
Shareholders’ equity.............. 18,319 16,988 16,601 15,299 12337, 
Shares outstanding 
ACiUal 2 a..es vate kee caves 4,456,196 4,456,196 4,456,196 4,456,196 4,453,056 
AYER ARE cotetsertrsscr tos ruaceet 4,456,196 4,456,196 4,456,196 4,454,747 4,260,088 
Earnings per share2............... 30g 11¢ 43¢ 78¢ 75¢ 
Tax-paid dividends 
DEI Sale Ses cteciees.acrccneys _ 3¢ 11.5¢ 10¢ 10¢ 
Showrooms 
Ovi tar iO eeeecetv annette tancstenestees 84 83 82 69 56 
Natio Malin wtedencctes-scdee _76 PS 65: 45° Dabs 
160 155 147 114 82 
1 Unaudited 
2 Share data is adjusted for the two-for-one stock split of August 14, 1972. 
3 National is a 50% owned subsidiary of Consumers Distributing Company Limited. 
The sales reported are the total National Sales. 
4 Net profit includes the 50% share of National earnings or losses and excludes extraordinary gains or losses. 
5 In 1976 the company changed its fiscal year end from December 31 to January 31. During the current year the 


company modified this change by having the fiscal year end on the last Saturday in January. 


To our Shareholders 


During the fiscal year ended January 29, 
1977, your company made excellent 
progress in terms of profitability despite 
the sluggish consumer demand which was 
experienced by virtually all members of 
the retailing industry. Net profit rose to 
$1,331,000 or 30 cents a share, compared 
with $493,000 or 11 cents a share in the 
previous year. 

This encouraging increase in profit was 
achieved despite the fact that sales from 
the combined companies, Consumers 
‘Ontario’ and Consumers ‘National’ (in 
which your company has a 50 percent 
interest) rose only 10 percent from 
$162,200,000 to $178 ,200,000. 

In looking at the sales performance, it is 
evident that despite the fact that our in- 
stock position was the best in the 
company’s history during the important 
Christmas period, we did not achieve levels 
of sales in line with the previous years’ 
increases. Because of this excellent in-stock 
position, we were able to attain a higher 


level of customer satisfaction than we have 
ever experienced and this will stand us in 
good stead as we strive to improve sales 
performance. 

Although we had some success with a 
special catalogue issue for the first time 
prior to Christmas, there was an extremely 
soft sales period from the middle of 
November through to the first week of 
December largely attributable to the 
weakness in the economy and a delay in 
Christmas shopping. The Christmas period 
is vital to the success of your company 
but we did not achieve the added volume 
of sales which would have returned us to 
the company’s earlier levels of profitability. 

Much of the success in improving the 
company’s profit position can be attributed 
to the emphasis placed on managing Its 
expense profile. One area in which signifi- 
cant savings and costs were achieved was 
the distribution centre which was brought 
to a high level of efficiency. Since the 
end of the fiscal year, we sub-leased 
135,000 square feet of the 625 000 square 
foot centre. In prior years, the distribution 
centre was fully utilized and indeed 
satellite warehouses were leased at the peak 
Christmas period. We also achieved 
substantial savings in general and admin- 
istrative expenses — no small feat when the 
current size of the company is considered. 


It is important to recognize that the 
company has a strong cadre of skilled 
professional managers who supervise the 
vital functions of store operations, 
distribution, financial and administrative 
activities and merchandising. 

However, the formula for increasing sales 
rests with the merchandising team and | 
propose to focus a great deal of my 
personal efforts now and in the future on 
this vital element of our business. 

| am now more than ever convinced that 
your company was built on the entrepre- 
neurial skills of a merchant and | am 
pleased to return again to devoting most 
of my energies to restoring the merchan- 
dising flair which brought Consumers 
Distributing to its position as Canada’s 
largest and most profitable catalogue 
showroom retailer. 


As an example of one of the successful 
techniques of merchandising, | initiated 
and supervised a greatly increased import 
program during the past year. The benefits 
of a carefully planned import program are 
exclusivity on certain lines of merchandise 
which produce higher margins. This enables 
us to offer domestic name-brand goods at 
lower margins and in doing so, attract 
greater numbers of customers to our stores. 
The overall effect is to allow us to maintain 
an attractive and profitable product mix 
and continue to offer our customers low 
prices on good quality brand-name 
merchandise all year round. 

During the year under review, earnings 
were affected by certain extraordinary cost 
burdens including the installation of a new 
computer. The company adopted the 
conservative approach by absorbing all of 
the termination costs of the previous 
computer which was no longer adequate 
for our growing needs by writing off 
approximately $300,000 during the fiscal 
year. The expense of the transitional costs 
in introducing the new computer were also 
written off during the year in the amount 
of $350,000. The company continued its 
program of installing electronic point of 
sale terminals for which a long-term lease 
arrangement has been made on very 
favourable terms. This point of sale equip- 
ment will not only speed up payment for 
goods at the store level but also transmits 
information into the central computer 
which is of enormous benefit to our 
merchandising team in balancing inventory 
levels and measuring buying requirements. 

However, the full benefits of this 
program were not felt because of late 
delivery of many of the units which are 
only now being installed. We would expect 
significant cost improvements during the 


current year when the equipment is 
installed in many of our stores across the 
country. 

Subsequent to the year-end, | received 
the resignation of Mr. Albert Plant as 
president and chief operating officer iis —_— 


was the result 0 of various philosophical 
differences in approach to operational _ 


policies ——— 


Outlook 


We can look ahead with confidence — in 
the face of a depressed economy — because 
we have a successful concept, the determi- 
nation to succeed and the dedicated and 
talented people who can do the job. 

Your company is in sound financial 
condition with a healthy balance sheet. 
Despite a difficult year, we improved 
our working capital position by more than 
$2 million and our debt position is 
manageable. The book value of your 
company is now more than $4 per share. 


Appreciation 


It is with deep appreciation that your 
board of directors extends sincere thanks 
to our management, staff and suppliers 
whose combined contribution enabled us 
to make a significant progress towards 
achieving a turnaround in the company’s 
performance. 


pect 


Jack Stupp 
Chairman of the Board and 
Chief Executive Officer 


Toronto 
May 24,1977 


Consumers Distributing Company Limited 


Consolidated Statement of Income and Retained Earnings 


Fifty-two weeks Thirteen months 
ended ended 
January 29, January 31, 
1977 1976 
Income: 
GaleSicci lis secccitciecsstue nchapbsece Wectlevs suede (ane ce oe eee ane teen fencte a ere ee eee $87,316,357 $85,617,694 
Share of net earnings (loss) of Consumers Distributing 
Company (National)-Limited (Note 1(b) ie nee weeee ncn rere 585,174 (34,740) 
87,901,531 85,582,954 
Costs and expenses: 
Cost of sales and operating expenses (NOTES) -.::cseeeeeress<esrsercerer sce eee 83,428,991 82,702,191 
Amortization of financing expenses ceccnstncecst- nese seeeemee eat ces eeeee eee eeeeeee 12,000 13,000 
[nterest CXPCNSO’.....cse+-v2cs2nogstedesccereecduettecses ror pes eetetes Mat emmees a0) eee een 1,546,969 1,622,502 
Depreciation and amortization of equipment and 
leasehold improvements \<5..3:..ccsescsasteenecones aceee cero = meee on se kee erate 940,382 980,885 
85,928,342 85,318,578 
Income before income taxes and extraordinary gain......... ee oe Pa 1,973,189 264,376 
IMCOME: tAXCS scccctecss.2cedacsevasneous boucestueneemenee ne ceaeete eens es oe ae eee iene er 641,832 119,904 
income beforeextraordinary gain iwececceeece tee eee kee ene P334357 144,472 
Gain on disposition of investment in Consumers 
Distributing Company (U.S.), net of related 
income. taxes of $235,894 2c... cccuezctssdcoustereeietaniet te eeceren et Sec Te metre — 399,945 
Net INCOME we. sabecceisecicesss <Lansguevocsidas dnccaadie de laneeenen nee MCN en ehCe Le tere meee Tees 1,331,357 544,417 
Retained earnings; beginning of period....22.nce7 eee eeeee ss nee eee eter eee tee 13,213,375 12,826,236 
14,544,732 13,370,653 
Tax paid to create tax-paid undistributed 
surplus on Nama !..cc..\sascsecsapecacssusscounes oo teseee sco ene tte nee me ence - (23,592) 
Taxepaid dividends -fcctncccsli..dfscl ogee sais cscs eee ea eae cae - (133,686) 
Retained earnings, end of period \e2..2,.<:0nuitecensste sete era aae eee. aera eee $14,544,732 $13213 375 
Earnings per share before extraordinary alti ...ce..ssssncsreet se eee eee $ .30 $ .03 
Earmisigs Per Shaner .:-.jecc<dccocPrauiseccsexeeaveueecaye tee dae cate eter eee oe ee te | ee ee 


See accompanying notes. 


Consumers Distributing Company Limited 


Consolidated Balance Sheet 


Assets 
Current: 
PVE GOUTIESSECCEIN AD Coen caae, ots tavsienc, ses vabecuacccecafonscenemptaet ooeee chen abonecee ane 
Current portion of amount due from The May Department 
STOes WOMpAanve NOLO) ttt anise eee eee 
IMEOMenaxe se hevUMCADl eG caren ceecee kc arteecuctes nelner auton tareio oe 
Due from Consumers Distributing 
ComparnyvaNational) Limitedes, antes .kcsae see ae ee 
EAIVCRILON Vee seeee een eo ke ee acne owed oder Bene gana seek ov ass mee etn 
ErepalGrex penises ani cisundny.aSselScccsecs ass cncgueesactsnanecsostasceveessstrecasescaees 
Motalicur rent assetSicocw.-cr-yacsueesscertdyers 
Due from The May Department Stores 
Company less current portion: (NOte a)... <1. .aecescedesseses-sucuceh es upeeeeecne 
Investment in Consumers Distributing 
Company (National), Uimited 2...¢0-a theta eee ee 


Equipment and leasehold improvements (Note 4).........c:cccsscssccesseeeseesceescees 
CVE eleassets (INOLS5 an uate Sen ac, Tete apne cheaiee Moccceencreees arta ds 


Liabilities 

Current: 
Banksndepteuness (NOtepQ Moy weet cnck caacc.aat-. dance vouetealeevocsraenaeteeeeee: 
ACCOUNtSepayable and: accrued Mabilitles ea. ...ccssssesad-ma pence taseur es neea casos 


Hacomestaxes Davablg i sek het tee eee, cote eee rence ten Mua aiveeseesns serps 
Deferred income taxes 


DeferredkinComertaxeseces eee toe eaten inc usccar cceenoscutene acer esc naee meee eens 


Shareholders’ Equity 


Capital Stock (Note 7); 
Authorized: 
12,000,000 Common shares, without par value 
Issued: 
BASE; TOGO MMGINSMARES Wise cteee.t<.avetaneetccsasen ieemonesseoaebpeadeativesonsss 
Retained: Carini gs sGncretastntauges scar uecun ds aoesuroshescaneleacrsousasdnsesvdvtooubeenancivoabaraWon ges 


See accompanying notes. 


On behalf of the Board: JACK STUPP Director 
L.S.D. FOGLER Director 


January 29, 
1977, 


$ 1,303,004 
244,183 


8,945,691 
26,749,100 
1,542,077 


38,784,055 


517,702 


2,385,900 


6,324,724 


424,685 
$48 437,066 


$11,407,685 
15,973,719 
745,787 
696,174 


28,823,365 
1,294,215 


3,774,754 
14'544'732 


18,319,486 
$48 437,066 


January 31, 
1976 


$ 1,131,640 


160,336 
8,361 


6,148,899 
24532733 
1,787,507 


33,769,476 
627,814 


1,800,529 


6,890,946 


567,220 
$43,655,985 


$ 4,456,953 
20,108,198 


783,731 


25,348,882 
1,318,974 


3,774,754 
13,213,375 


16,988,129 
$43,655,985 


Consumers Distributing Company Limited 


Consolidated Statement of Changes in Financial Position 


Fifty-two weeks Thirteen months 


ended ended 
January 29, January 31, 
19 
Financial resources were provided by: 
bnéomie before extraordinary: Gai. cc cesceenee eae eee. eeecn cee $1,331,357 $ 144,472 
Add (deduct) charges (credits) to income 
not requiring a current outlay (receipt) of funds: 
Depreciation and amortization of equipment 
and leasehold improvements =.1..ce tse eee ee eee 940,382 980,885 
PNNAOL ELPA ONT CICLOTAREG] CINEIRRES seccocnco ces cenosaccoongoodcanssencnodeone 219,800 389,653 
Amortization of finaticing expelSeS-..- ete ee eee 12,000 13,000 
Deferred income taxes .2-4... ect eee ee ee (24,759) (70,631) 
Share of net (earnings) loss of Consumers 
Distributing Company (National) Limited (585,174) 34,740 
Working capital provided from operations, 
exclusive of Extraorelinatiyecalin.-nscccse-ceeee a eee eee 1,893 606 14925119 
Working capital provided from disposition of 
DariiershipulMterestacesecesac occa ater meee een 110,112 16,322 
2,003,718 1,568,441 
Financial resources were used for: 
Deterred charges...:..ccrnuescueeresetteee sort eer meee aca teense geet reeds 37,575 132,364 
Tax paid to create tax-paid undistributed 
Surplus-Ory hand 2 eh ee eee creer nee ee ere an een _ 23,992 
BHVIGENS © oa is cctacteeceseccsaecaect coerce k Maen Ene RnR err eee oe seem - 133,686 
Equipment and leasehold improvements 2.2. term cntoeeieereeeeeenes 374,160 677,91) 
OTOP ASSETS Sci 2. cece Aeon cece oe tite eee eee ee ne ee gees EO 51,887 18,600 
463 ,622 986,153 
[eredse tn WOrKING Gaol tal, sc ccemeen cece rs: cate eee eee tere eenen eee 1,540,096 582,288 
Working capital), beginning ot period sa-aeetcee eee eeeeee reeset 8,420,594 7,838,306 
Working capitalvend of periodes..c: eee eee eee eer $9,960,690 $8,420,594 


See accompanying notes 


Auditors’ Report 


To the Shareholders of 
Consumers Distributing Company Limited 


We have examined the consolidated balance 
sheet of Consumers Distributing Company 
Limited as at January 29, 1977 and the 
consolidated statements of income and 
retained earnings and changes in financial 
position for the fifty-two weeks then ended. 
Our examination was made in accordance 
with generally accepted auditing standards, 
and accordingly included such tests and other 
procedures as we considered necessary in the 
circumstances. 


In our opinion, these consolidated financial 
statements present fairly the financial posi- 
tion of the company as at January 29, 1977 
and the results of its operations and the 
changes in its financial position for the fifty- 
two weeks then ended in accordance with 
generally accepted accounting principles 
applied on a basis consistent with that of the 
preceding period. 


Desc fhenaill 


Toronto, Ontario, 


April 15, 1977. Chartered Accountants. 


Consumers Distributing Company Limited 


Notes to Consolidated Financial Statements 


January 29, 1977 


1. Summary of significant accounting policies: 


Principles of consolidation: 


(a) The consolidated financial statements include the 
accounts of the company and its subsidiary com- 
panies, all of which are wholly-owned. 

(b) The investment in 50% of the common shares of 
Consumers Distributing Company (National) 
Limited is carried at cost plus the company’s 
equity in undistributed net earnings. The company’s 
share of net earnings is included in the consolidated 
statement of income and retained earnings. 


Condensed operating results of Consumers 
Distributing Company (National) Limited are as 
follows: Fifty-two weeks Thirteen months 
ended ended 
January 29, January 31, 
1977 1976 
Salleseeeneee reece ee tone $90,928,510 $83,040,849 
Net earnings (loss) ........... $ 1,170,348 $. (69,480) 
Consumers Distributing 
Company Limited 
share thereof 50%........ $ 585,174 $ (34,740) 
Inventory: 


Inventory is valued at the lower of cost and net 
realizable value; cost being determined on a first-in, 
first-out basis. 


Equipment and leasehold improvements: 
Equipment and _ leasehold improvements are 
recorded at cost. Depreciation is provided on a 
straight-line basis at rates which are designed to 
write off the assets over their estimated useful lives 
as follows: 


Office, warehouse and showroom equipment — 5% and 10% 
Leasehold improvements — Term of lease 
Automotive equipment — 10% and 20% 


Deferred charges: 
Pre-opening costs relating to new branches are 
amortized over 24 months for established Metro- 
politan areas and over 36 months for other locations, 
commencing with the month after the date of 
opening. 


Costs for development of new systems and proce- 
dures are amortized over varying periods, not 
exceeding 36 months. 


Income taxes: 


The company follows the tax allocation principle of 
providing for income taxes. Under this principle 
deferred income taxes result from claiming for 
income tax purposes capital cost allowances in 
excess of depreciation and amortization recorded in 
the accounts, and from writing off for income tax 
purposes financing expenses, deferred charges and 
other costs in the year incurred. 


2. Change of fiscal year-end: 


In order to conform with retail industry practice, the 
company has changed its fiscal year-end to the Saturday 
closest to January 31. 


For purposes of comparison, these financial statements 
present the results of operations for the thirteen 
months ended January 31, 1976. 


3. Due from The May Department Stores Company: 


During the period ended January 31, 1976 the company 
disposed of its partnership interest in Consumers 
Distributing Company (U.S.) to The May Department 
Stores Company for an amount of $1,060,000. As this 
amount is payable without interest in instalments over 
five years, it has been discounted for accounting 
purposes based upon an imputed interest rate of 10% 
per annum. 


4. Equipment and leasehold improvements: 


Accumulated 
depreciation 
and 
Cost amortization Net 
Office, warehouse and 
showroom equipment 
Leasehold improve- 


$ 6,269,697 $2,269,244 $4,000,453 


IIMOMES ce aa seceeesceemeeeners 2,186,568 861,879 1,324,689 
Automotive 
EQUIPIMEN tneveseseseteesens 1,621,118 621,536 999 582 


$10,077,383 $3,752,659 $6,324,724 


5. Other assets: 


January 29, =‘ January 31, 
Woy 1976 
Deferred charges: 
Pre-opening costs relating to 
new branches «......<-.:.c---.0- $ 79,399 $191,165 
Costs for development of new 
systems and procedures..... -4,104 74,563 
83,503 265,728 
Financing expenses, less amounts 
AIMONEIZEG 4 Aarcccrerarscceeentessescare 41,488 53,488 
SUMS hecsPatceeccotesocnteecteer seaceees 299 694 248,004 
$424,685 $567,220 


Deferred charges amortized during the current period, 
and included in cost of sales and operating expenses on 
the consolidated statement of income and retained 
earnings amount to $219,800 (13 months ended January 
31, 1976 — $389,653). 


6. Bank indebtedness: 


The bank indebtedness is secured by a collateral floating 
charge on all the assets of the company. The company 
has also given the bank an assignment of book debts and 
assignments of life insurance policies in the face amount 
of $5,100,000, having a cash surrender value of $25,100. 


7. Stock options and reservation of shares: 


In connection with the company’s Employee Stock 
Option Plan, 225,000 common shares have been reserved. 
At January 29, 1977 there were options outstanding to 
purchase 115,120 shares exercisable at prices ranging 
from $2.75 to $32.50 over the next ten years. 


8. Lease obligations: 


Property and equipment rental for the fifty-two weeks 
ended January 29, 1977 amounted to $3,945,785. 


Minimum rentals payable under long-term leases for pro- 
perty and equipment in effect as at January 29, 1977 
(excluding insurance, property taxes and certain other 
occupancy charges) are as follows: 


1978.5 Ra ee 2c eS Oe Se eens $ 4,215,738 
T979-1983% Folk 3 eae eet eee 1951915632 
1984-1988): 0 oS ase 3 oe eee 15,365,437 
F989-200 Terre iar eyo ee ne 22,2 0;200 


9. Contingent liability: 


The company is jointly and severally liable with The 
Oshawa Group Limited as guarantor of certain leases of 
Consumers Distributing Company (National) Limited. 
The annual minimum rentals payable by Consumers 
Distributing Company (National) Limited under these 
long-term leases in effect as at January 29, 1977 are as 
follows: 


POT Bae sie epi Ore tee oe ee $ 1,363,321 
1919-1983 te ears sc eet ee 7,059,089 
1984-1988 3 oie cP cuts beeen ere eee eae 6,551,809 
3989-200 1 ie cats tete on. cya alee ee eee 10,230,761 


10. Remuneration of directors and senior officers: 


The aggregate direct remuneration paid by the company 
and its consolidated subsidiaries to directors and senior 
officers of the company for the fifty-two weeks ended 
January 29, 1977 was $550,953 (13 months ended 
January 31, 1976 — $616,657). 


11. Anti-Inflation legislation: 


Under the federal government’s anti-inflation pro- 
gramme, which became effective October 14, 1975, the 
company is subject to controls on prices, profits, 
compensation and dividends. In the opinion of manage- 
ment, the company has complied with all provisions 
of this program. 


159 Catalogue Showrooms in nine Canadian Provinces (May 24, 1977) 


Alberta (15) 
Calgary (7) 
Edmonton (7) 
Lethbridge 


Manitoba (9) 
Winnipeg (8) 
Brandon 


New Brunswick (5) 
Fredericton 
Moncton (2) 
Saint John (2) 


Newfoundland (1) 
St. John’s 


Nova Scotia (2) 
Dartmouth 
Halifax 


Prince Edward Island (1) 
Charlottetown 


Quebec (39) 
Montreal (20) 
Charlesbourg 
Chateauguay 
Chicoutimi 
Drummondville 
Granby 

Hull 

Jonquiere 
Levis 

Quebec City (4) 
Rosemere 

St. Hyacinthe 
Ste jean 

St. Jerome 
Sherbrooke 
Trois-Rivieres 
Valleyfield 


Saskatchewan (5) 
Regina (2) 
Moose Jaw 

Prince Albert 
Saskatoon 


Ontario (82) 
Toronto (18) 
Ajax 

Barrie 
Belleville 
Bramalea 
Brampton 
Brantford 
Brockville 
Burlington (2) 
Cambridge 
Chatham 
Cornwall 
Georgetown 
Guelph (2) 
Hamilton (6) 
Kingston 
Kitchener 
London (6) 
Mississauga (2) 
Niagara Falls 
North Bay 
Oakville 
Orangeville 
Orillia 
Oshawa (2) 
Ottawa (6) 
Owen Sound 
Peterborough 
Pickering 
Richmond Hill 
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Sudbury (2) 
Thunder Bay 
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To our Shareholders 


Your company experienced a loss of $297,000 or 
6.7 cents per share in the second quarter compared 
with a loss of $696,000 or 15.6 cents in the first 
quarter of the current fiscal year. 


For the six months ended July 31, the company had 
a loss of $992,000, or 22.3 cents per share, compared 
with a loss of $601,000, or 13.5 cents for the same 
period in 1975. 


The results include the company’s 50 percent share 
in the loss of its associated company Consumers Dis- 
tributing Company (National) Limited, amounting to 
$343,000 compared to a six-month loss of $217,000 
last year. 


Results are based on the weighted average number 
of shares outstanding of 4,456,196. 


Combined sales for the six months for Consumers 
Distributing and Consumers ‘National’ increased to 
$69,046,000 from $64,063,000 a year ago. Sales for 
each company were:— 


1976 1975 
Consumers Distributing 
(Ontario) $33,925,000 $32,298,000 
Consumers ‘National’ $35,121,000 $31,765,000 


In the current year, one catalogue showroom was 
opened in Guelph, Ontario, and three by the National 
company (two in Alberta, one in Quebec). One addi- 
tional ‘National’ opening is planned for this year. 


In the first half of the year there was a general 
slackness in retail sales, caused by a combination of 
poor weather and a lack of consumer confidence, 
evidenced by an apparent “wait and see” attitude on 
the part of the public with regard to the Canadian 
economy. However, through August we have seen 
signs of a turnaround in the company’s performance. 


While retail industry inventories are currently 
higher than normal, your company maintained its 
inventory at the planned level. This, coupled with the 
company’s ability to keep operating overheads in line 
and the release of our new fall catalogue a month 
earlier than last year, positions us well for the bal- 
ance of 1976 and we expect to finish the current year 
with a significant profit improvement over 1975. 


Jack Stupp 


Toronto Chairman and 
September 3, 1976 Chief Executive Officer 


Consolidated Statement of Income 
Six months ended July 31, 1976 


(unaudited) 
1976 1975 
Gales iiscns coroner herons ereus cee te $33,924,832 $32,299,231 
Share of net loss of Consumers 
Distributing Company (Na- 
tional) Limited (note 1) ...... (342,294) (216,827) 
33,582,538 32,082,404 
Costs and expenses ............ 35,230,525 33,075,642 
Loss before taxes and extraor- 

Cinaryelte mga ecrie err. (1,647,987) (993,238) 
INCOME taXeS hemes cence ee (655,894) (391,981) 
Loss before extraordinary item (992,093) (601,257) 
Extraordinary item, gain on dis- 

position of investment in Con- 

sumers Distributing Company 

(U.S.) net of related income 

taxes Ole G148 505 seer os 431,084 
Net: L088 sae aoe ee oss $ (992,093) $ (170,173) 
Earnings (loss) per common 

share (note 2): .............. 

Loss before extraordinary item (22.3¢) (13.5¢) 
INetelOSS tun asian etr acini s (22.3¢) ( 3.8¢) 


NOTE 1: The company has adopted the equity method of 
accounting for its investment in 50 percent of the common 
shares of Consumers Distributing Company (National) 
Limited. The Company’s share of net earnings is reflected 
in the consolidated statement of income. 


NOTE 2: Earnings/Loss per share are calculated using the 
weighted daily average of shares outstanding during the 
respective periods. 


Consolidated Statement of Changes in 
Financial Position 
Six months ended July 31, 1976 


(unaudited) 
1976 1975 
Financial resources were provided 
by: 
Income (loss) before extraordi- 
MAaTy tele caer eats $ (992,093) $ (601,257) 
Add (deduct) items not involving 
a current outlay (receipt) of 
working capital: 
Depreciation and amortiza- 
tion of equipment and 
leasehold improvements . 443,181 394,686 
Amortization of deferred 
charges rece. nna rcones 83,246 125,091 
Amortization of financing 
GOI soosegosodosenc 6,000 6,000 
Increase in deferred income 
LAXCS sey ete ee roeecrere ly — 100,450 
Share of net earnings of Con- 
sumers Distributing Com- 
pany (National) Limited.. 342,294 216,827 
Working capital provided from 
operations exclusive of extra- 
OTdinaryeite mere eene see (117,372) 241,797 
Proceeds from disposition of in- 
vestment in Consumers Dis- 
tributing Company (U.S.) net 
of related expenses and income 
MED Cet T Co eeo damier cho poe d holaDS — 717,402 
Less: non-current note receiv- 
Fld] Cee we renter ae, ees == (641,125) 
Working capital provided by in- 
come from extraordinary item = — 76,277 
(117,372) 318,074 
Financial resources were used for: 
Deferred charges .............. 16,981 A4,771 
Tax paid to create tax-paid un- 
distributed surplus on hand... a 23,592 
Dividends 7.5 tose qui oe ise — 133,686 
Equipment and leasehold im- 
OMNI ooacoooosomacaded 271,897 435,131 
288,878 637,180 
Increase (decrease) in working 
Capital ts Soca eee See (406,250) (319,106) 
Working capital at beginning of 
JaLeh whofe Waciticn olay cD SG bint o cot 8,420,594 7,752,413 
$7,433,307 


Working capital at end of period.. $8,014,344 


